ITEM NO. 05 (D-1)

1.   Name of the subject/proposal:   Strengthening of Pension & Gratuity Corpus.

2.   Name of the Department/
 Accounts Department
      departments concerned:   


3.   Brief history of the subject/project:  

 The Economics Survey for 2004-05 forewarned the Government to make comprehensive changes to bring down ever- increasing liabilities on the Pension front which, in Government of India, has increased sevenfold to Rs.15,367 crores in the last 13 years.  The economic survey pointed out that the annual average increase in pension outgo for states was 27 per cent since 1990 as against 21 per cent for the Centre.

The total Pension outgo of the Central Government rose from 0.38 per cent of the GDP in 1990-91 to 0.74 per cent in 1999-2000.  As a percentage of revenue receipts, pension bill piled up from 3.9 per cent in 1990-91 to 7.9 per cent in 1999-2000.  Pension, alongwith interest payments and subsidies, amounts to about Rs.1,88,000 crores – which works out to 40 per cent of the Government’s total spending.

As far as NDMC is concerned, although there is a handsome/sufficient corpus of Rs. 987crores in ‘Pension and Gratuity Fund’ and approximately Rs.60 crore is needed annually to meet out pension related liabilities, but the following attributes, in future, will certainly enhance the annual outgo of pension liabilities:-

(a) The verdict of Hon’ble Supreme Court of India to grant S.S. Scales to left-out categories of Civil Engg. Department – This judgement will bind the Council to revise the pensions of those municipal pensioners who retrospectively are benefited by this crucial judgement.  The council will have to shed a chunk of its corpus on this count.

(b) The Government of India had set up the Sixth Pay Commission whose recommendations would be effective w.e.f. 1.1.2006.  With the grant of new pay scales, the gamut of pension liabilities will too increase proportionately w.e.f. 1.1.2006.

(c) At present approximately 30 municipal employees are retiring per month. The number of pensioners is increasing day-by-day and the number of retiring municipal employees will go up fivefold during the coming seven years.  A statement indicating retirements that will take place upto 2040 AD is enclosed (See pages 64 – 65).

(d) The rate of DR is also increasing day by day burdening the exchequer regularly. 

The above-enumerated factors will impact the corpus abruptly.  This situation warranted that an estimation of future pension liabilities be calculated on actuarial basis and the Pension Corpus be strengthened taking into consideration the estimation of the liabilities by a professional ‘Actuary’.

Accordingly, with the approval of Chairperson dated 4.10.2005, an advertisement was inserted in four leading dailies for hiring the services of a qualified and experienced actuary for assessing the present value of its liabilities towards various retirement benefits of its employees viz. leave salary, gratuity and pension.  The advertisement was also displayed on the websites of NDMC and NCT of Delhi.  In addition, a copy of advertisement was e-mailed to Actuarial Association of India, Mumbai, to circulate the same to all the   members of the Association.  In response, the following six actuaries submitted their bids:-

	 Sr. No.
	Name
	Place

	1.
	M/s MERCER Human Resource Consulting
	Mumbai

	2.
	Sh. P.C. Gupta
	Mumbai

	3.
	Sh. M.L. Sodhi
	New Delhi

	4.
	Sh. Bhudev Chatterjee Actuary
	Kolkata

	5.
	Sh. N.R. Kapadia
	Mumbai

	6.
	M/s Watson Wyatt India Pvt. Ltd.
	Kolkata


With the prior approval of Chairperson, Sh. M.L. Sodhi, Consulting Actuary, L-I bidder was assigned the work of assessment of the present value of NDMC’s liabilities towards various retirement benefits of municipal employees viz. leave salary, gratuity and pension vide this office letter No.D-130/AD(P)/2006 dated: 16.10.2006.


The Actuary has, inter-alia, completed the job within the stipulated time of 20 days and has submitted the Report of his investigation vide his letter No.L/2006/Pen/REP/1 dated: 02.11.2006 which is annexed herewith (See pages 66 – 70)

The Actuary has suggested that a Pension Fund of the magnitude of Rs,2,000 crores should be created. Though the Council vide Resolution 6 dated 13.03.1990 has authorized creation of a Pension Fund but no Regulations have so far been framed to give the said Fund a legal basis. However, with effect from the Financial Year 1991-92, the Council through its annual budget has been setting apart certain sums and depicting the cumulative sums so set apart in the Budget documents (Statement-II-A-3) (See page 63) as Pension Fund. However, since Chief Auditor, NDMC  has objected to these balances being equated to a Fund in terms of Section 54 of the NDMC Act, 1994, the same have been shown  as part of NDMC General Fund under which earmarking the cumulative balance of  Rs. 987 crores as of 31.03.2007 as a separate segment under the NDMC General Fund. This position will remain till Regulations are framed and a proper Pension Fund created on a statutory basis. Given this position, Council may authorize setting apart a sum of Rs. 150 crores within the NDMC General Fund under the Pension Fund segment. 

The Fund can be strengthened to the recommended level provided a sum of Rs.150 crores is contributed annually for the coming eight years regularly.  These calculations are based on the following assumptions: -

1.  Mortality in service – As per LIC norms

2.  Mortality after retirement – As per LIC norms.

In the year 1990, the Council resolved to create a “Pension Fund” vide Resolution No. 6 dated 13.03.1990 and initially contributed a sum of Rs. 4.00 crores to this newly created Pension Fund.

During the preceeding six years the following amounts have been contributed to the Pension Fund: -

	Sr. No.
	Financial Year
	Amount

	1
	2001-02
	Rs.065 crores

	2
	2002-03
	Rs.115 crores

	3
	2003-04
	Rs.110 crores

	4
	2004-05
	Rs.190 crores

	5
	2005-06
	Rs.150 crores

	6
	2006-07
	Rs.110 crores


4.    Detail Proposal on the 

Not applicable

       subject/project: 





5.   Financial implications of the 
Rs.150 crores per annum
  proposed project/subject:  

6.    Implementation schedule with
8 Years

       timeliness for each stage

       including internal processing:  

7.    Comments of the Finance 

We have no objection to contribute at 

       Department on the subject:   

least Rs. 150 crores for coming 8 years

or upto the year when it reaches the required level regularly to the Pension Fund Segment in the light of the report of the Actuary dated 02.11.2006 and due to the following reasons: -

(a)  The verdict of Hon’ble Supreme 

      Court to grant S.S. Scales to left 

                                                                       
out  category of Civil Engineering 

      Department.

(b)  Likelihood of implementation of VI 

      Pay Commission’s Report w.e.f. 

      01.01.2006

(c)  Increase in the number of 

      pensioners due to increase 

      in retirements.

(d)  Continuous increase in Dearness 

      Relief to the Pensioners. 
8.    Comments of the Department on 
No comments are required.

       comments of Finance Department:   

9.    Legal implication of the 


No legal implications are involved.
       subject/project: 

10.  Details of previous Council 

Council’s Resolution No.6 

       Resolutions, existing law of

dated13.03.1990

       Parliament and Assembly on 

       the subject:   

11.  Comments of the Law 


There is no provision in NDMC Act to 

       Department on the 


separately set apart a Pension Fund. 

       subject/project:   
The proposed amount so set apart shall be apart of General Fund of NDMC and can be utilised for the purpose of the Act. It can be invested as a surplus Fund under section 52 of the Act.

12.  Comments of the Department 

The instructions of the Law Department 

       on the comments of Law 
shall be adhered to in totality.

       Department:  

13.   Recommendations:   
The case is, therefore, laid before the 

Council for consideration and decision on the following: -

1. To note the Report of actuary.

2. To accord approval to set apart atleast Rs.150 crores or any other appropriate sum as can be possible with reference to the ways and means position of the Council annually, to the Pension Fund Segment  within the overall balances of NDMC General Fund for coming 8 years or upto the year when it reaches the required level and to transfer the balances thereof to  statuary Pension Fund as and when established, subject to the condition that balances lying in Pension Fund Segment can be utilized for the purpose referred to in section 50 of NDMC Act, as and when so authorized by the council by a resolution.  

14.    Draft Resolution:  


Resolved by the Council that: -

1. Report of actuary is noted

2. To accord approval to set apart atleast Rs.150 crores or any other appropriate sum as can be possible with reference to the ways and means position of the Council annually, to the Pension Fund Segment  within the overall balances of NDMC General Fund for coming 8 years or upto the year when it reaches the required level and to transfer the balances thereof to statuary Pension Fund as and when established, subject to the condition that balances lying in Pension Fund Segment can be utilized for the purpose referred to in section 50 of NDMC Act, as and when so authorized by the council by a Resolution.  

COUNCIL’S DECISION

Resolved by the Council that the money so kept apart shall remain in New Delhi Municipal Fund to be utilized for the purposes referred to in Section 50 of the NDMC Act and invested as per Section 52 of the said Act.
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